Ugu District Municipality 


Notes to the Consolidated Financial Statements continued 

for the year ended 30 June 201 1 

49. FINANCIAL INSTRUMENTS (CONTINUED) 

49.8 Liquidity Risk Management 

Ultimate responsibility for liquidity risk management rests with the Council, which has built an appropriate liquidity risk management framework for the management 
of the municipality’s short, medium and long-term funding and liquidity management requirements. The municipality manages liquidity risk by maintaining adequate 
reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial 
assets and liabilities. Included in Note 44 is a listing of additional undrawn facilities that the municipality has at its disposal to further reduce liquidity risk. 

Liquidity and Interest Risk Tables 

The following table details the municipality’s remaining contractual maturity for its non-derivative financial liabilities. The table has been drawn up based on the 
undiscounted cash flows of financial liabilities based on the earliest date on which the municipality can be required to pay. The table includes both interest and principal 
cash flows. 

MUNICIPALITY: 


Description 

Note 

ref in 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

30 June 2011 









Non-interest Bearing 


0,00% 

167 572 981 

167 572 981 

- 

- 

- 

- 

Fixed Interest Rate 

Instruments 


0,00% 

320 820 055 

13 341 575 

14116575 

28 138 796 

88 884 789 

176 338 319 




488 393 036 

180 914 556 

14116 575 

28138 796 

88 884 789 

176 338 319 

30 June 2010 









Non-interest Bearing 


0,00% 

140 722 901 

140 722 901 

- 

- 

- 

- 

Fixed Interest Rate 

Instruments 


0,00% 

200 713 229 

6 328 005 

27 403 005 

10 817 209 

37 994 341 

118170 669 




341 436 131 

147 050 906 

27 403 005 

10 817 209 

37 994 341 

118170 669 


GROUP: 


Description 

Note 

ref in 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

30 June 2011 









iTO-inteTest Bearing 


0,00% 

165 611 546 

165 611 546 

- 

- 

- 

- 

' Fixed Interest Rate 

Instruments 


9,14% 

320 820 055 

13 341 575 

14116575 

28 138 796 

88 884 789 

176 338 319 




^486 431 601 

178 953121 

14116 575 

28 138 796 

88 884 789 

176 338 319 

30 June 2010 









Non-interest Bearing 


0,00% 

141 655 447 

141 655 447 

- 

- 



Fixed Interest Rate 

Instruments 


3,64% 

200 713 229 

6 328 005 

27 403 005 

10 817 209 

37 994 341 

^8170 669 




^342 368 676 

147 983 451 

27 403 005 

10 817 209 

37 994 341 

118170 669 
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Ugu District Municipality 
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for the year ended 30 June 201 1 


The following table details the municipality’s expected maturity for its non-derivative financial assets. The table below has been drawn up based on the undiscounted 
contractual maturities of the financial assets including interest that will be earned on those assets except where the municipality anticipates that the cash flow will occur 
in a different period. 


MUNICIPALITY: 


Description 

Note 

ref in 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

30 June 2011 









Non-interest Bearing 



48 006 244 

48 006 244 

- 

- 

- 

- 

Variable Interest Rate 

Instruments 



41 705 017 

41 705 017 

- 

- 

- 

- 

Fixed Interest Rate 

Instruments 



- 

- 

- 

- 

- 

- 




89 711 262 

89 711 262 

- 

- 

- 

- 

30 June 2010 









Non-interest Bearing 



49 137 726 

49 137 726 

- 

- 

- 

- 

Variable Interest Rate 

Instruments 



134 892 688 

134 892 688 

- 

- 

- 

- 

Fixed Interest Rate 

Instruments 



17 838 885 

17 838 885 

- 

- 

- 

- 




201 869 299 

201 869 299 

- 

- 

- 

- 


GROUP: 


Description 


30 June 2011 


Non-interest Bearing 


Variable Interest Rate 
Instruments 


Fixed Interest Rate 
Instruments 


30 June 2010 


Non-interest Bearing 


Variable Interest Rate 
Instruments 


Fixed Interest Rate 
Instruments 


Note Average 

ref in effective 

AFS Interest Rate 


6 Months 
or iess 


48 511 508 


43 468 557 


48 511 508 


43 468 557 


91 980 065 91 980 065 


51 427 324 


137 235 472 


17 838 885 


51 427 324 


137 235 472 


17 838 885 


206 501 681 206 501 681 


More than 
5 Years 
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blue drop 


CERTIFICATION 


drinking v/ater quality 
REGULATION 


FINANCIAL INSTRUMENTS (CONTINUED) 

49.9 Effective Interest Rates and Repricing Analysis 

In accordance with IAS 32.67(a) and (b) the following tables indicate the average effective interest rates of Income-earning Financial Assets and Interest-bearing 
Financial Liabilities at the reporting date and the periods in which they mature or, if earlier, reprice: 


30 JUNE 2011 - MUNICIPALITY: 




Description 

Note 

refin 

AFS 

Average 

effective 

interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

FiXED RATE 

iNSTRUMENTS 









Held-to-maturity 

investments 

14 


- 

- 

- 

- 

- 

- 

INCA 


13,39% 

- 

- 

- 

- 

- 

- 

INCA 


12,90% 

- 

- 

- 

- 

- 

- 

Secured Bank 

Facilities 

3 


- 

- 

- 

- 

- 

- 

INCA 


16,80% 

- 

- 

- 

- 

- 

- 

INCA 


15,60% 

- 

- 

- 

- 

- 

- 

Unsecured Bank 

Facilities 

3 


(225 191 257) 

- 

- 

(669 009) 

(18 652 423) 

(205 869 824) 

ABSA 


11,51% 

(96 775 583) 

- 

- 

- 

- 

(96 775 583) 

DBSA 


10,00% 

(669 009) 

- 

- 

(669 009) 

- 

- 

DBSA 


2,65% 

(3 664 038) 

- 

- 

- 

(3 664 038) 

- 

DBSA 


5,00% 

(22 115 943) 

- 

- 

- 

- 

(22 115 943) 

DBSA 


5,00% 

(25 000 000) 

- 

- 

- 

- 

(25 000 000) 

DBSA 


5,00% 

(61 978 298) 

- 

- 

- 

- 

(61 978 298) 

DBSA (Ex Hibiscus 

Coast) 


Various 

(13 664 619) 

- 

- 

- 

(13 664 619) 

- 

DBSA (Ex Umdoni) 


Various 

(840 870) 

- 

- 

- 

(840 870) 

- 

DBSA (Ex 
■^uziwabantu) 


Various 

(482 896) 

- 

- 

- 

(482 896) 

- 

Total Fixed Rate 

Instruments 



(225 191 257) 

- 

- 

(669 009) 

(18 652 423) 

(205 869 824) 

^VARIABLE RATE 
INSTRUMENTS 









Short-term Investment 
Deposits ‘ 1 ^' 

21 

11,93% 

16 741 235 

16 741 235 

- 

- 



Bank Balances and 

Cash 

21 

11,93% 

24 963 783 

24 963 783 

- 



Total Variable Rate 

Instruments 



41 705 017 

41 705 017 

- 

- 

- 

- 




c 
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30 JUNE 2011 - GROUP; 


Description 

Note 

refin 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

FIXED RATE 

INSTRUMENTS 









Held-to-maturity 

Investments 

14 


- 

- 

- 

- 

- 

- 

INCA 


13,39% 

- 

- 

- 

- 

- 

- 

INCA 


12,90% 

- 

- 

- 

- 

- 

- 

Secured Bank 

Facilities 

3 


- 

- 

- 

- 

- 

- 

INCA 


16,80% 

- 

- 

- 

- 

- 

- 

INCA 


15,60% 

- 

- 

- 

- 

- 

- 

Unsecured Bank 

Facilities 

3 


(225 191 257) 

- 

- 

(669 009) 

(18 652 423) 

(205 869 824) 

ABSA 


11,51% 

(96 775 583) 

- 

- 

- 

- 

(96 775 583) 

DBSA 


10,00% 

(669 009) 

- 

- 

(669 009) 

- 

- 

DBSA 


2,65% 

(3 664 038) 

- 

- 

- 

(3 664 038) 

- 

DBSA 


5,00% 

(22 115 943) 

- 

- 

- 

- 

(22 115 943) 

DBSA 


5,00% 

(25 000 000) 

- 

- 

- 

- 

(25 000 000) 

DBSA 


5,00% 

(61 978 298) 

- 

- 

- 

- 

(61 978 298) 

DBSA (Ex Hibiscus 

Coast) 


Various 

(13 664 619) 

- 

- 

- 

(13 664 619) 

- 

DBSA (Ex Umdoni) 


Various 

(840 870) 

- 

- 

- 

(840 870) 


DBSA (Ex 

Umuziwabantu) 


Various 

(482 896) 

- 

- 

- 

(482 896) 






(225 191 257) 

- 

- 

(669 009) 

(18 652 423) 

(205 869 824) 

VARIABLE RATE 

INSTRUMENTS 









Short-term Investment 
Deposits 

21 

11,93% 

17 413 655 

17 413 655 

- 

- 

- 

- 

Bank Balances and 

Cash 

21 

11,93% 

26 054 902 

26 054 902 

- 

- 

- 

- 

Total Variable Rate | 

instruments 




43 468 557 

43 468 557 

- 

- 

- 

- 
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blue drop 

CERTIFICATION 

drinking water quality 
REGULATION 


30 JUNE 2011 - MUNICIPALITY: 


Description 

Note 

ref in 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

FIXED RATE 

INSTRUMENTS 









Held-to-maturity 

Investments 

14 


17 838 885 

- 

- 

17 838 885 

- 

- 

INCA 


13,39% 

16 601 922 

- 

- 

16 601 922 

- 

- 

INCA 


12,90% 

1 236 963 

- 

- 

1 236 963 

- 

- 

Secured Bank 

Facilities 

3 


(20 300 000) 

- 

(20 300 000) 

- 

- 

- 

INCA 


16,80% 

(18 500 000) 

- 

(18 500 000) 

- 

- 

- 

INCA 


15,60% 

(1 800 000) 

- 

(1 800 000) 

- 

- 

- 

Unsecured Bank 

Facilities 

3 


(226116 260) 

- 

- 

- 

- 

(226116 260) 

ABSA 


11,51% 

(102 000 000) 

- 

- 

- 

- 

(102 000 000) 

DBSA 


10,00% 

(957 777) 

- 

- 

- 

- 

(957 777) 

DBSA 


2,65% 

(4 340 811) 

- 

- 

- 

- 

(4 340 811) 

DBSA 


5,00% 

(23 593 572) 

- 

- 

- 

- 

(23 593 572) 

DBSA 


5,00% 

(25 000 000) 

- 

- 

- 

- 

(25 000 000) 

DBSA 


5,00% 

(53 778 982) 

- 

- 

- 

- 

(53 778 982) 

DBSA (Ex Hibiscus 

Coast) 


Various 

(14 393 612) 

- 

- 

- 

- 

(14 393 612) 

DBSA (Ex Umdoni) 


Various 

(1 205 440) 

- 

- 

- 

- 

(1 205 440) 

DBSA (Ex 

Umuziwabantu) 


Various 

(846 067) 

- 

- 

- 

- 

(846 067) 

Total Fixed Rate 

Instruments 



(228 577 375) 

- 

(20 300 000) 

17 838 885 

- 

(226116 260) 


^ARIABLE RATE 
j INSTRUMENTS 

(ni Tdf 









Short-term Investment 
Deposits 

f 

11,93% 

49 874 334 

49 874 334 

- 

- 

- 


Bank Balances and*X 
Cash ^ 

V 

11,93% 

102 857 239 

102 857 239 

- 



A 

Total Variable Rate 

Instruments 



152 731 573 

152 731 573 

- 

- 

- 

- 
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30 JUNE 2011 - GROUP; 


Description 

Note 

ref in 

AFS 

Average 

effective 

Interest Rate 

Total 

6 Months 

or less 

6-12 

Months 

1 -2 

Years 

2-5 

Years 

More than 

5 Years 



% 

R 

R 

R 

R 

R 

R 

FIXED RATE 

INSTRUMENTS 









Held-to-maturity 

Investments 

14 


17 838 885 

- 

- 

17 838 885 

- 

- 

INCA 


13,39% 

16 601 922 

- 

- 

16 601 922 

- 

- 

INCA 


12,90% 

1 236 963 

- 

- 

1 236 963 

- 

- 

Secured Bank 

Facilities 

3 


(20 300 000) 

- 

(20 300 000) 

- 

- 

- 

INCA 


16,80% 

(18 500 000) 

- 

(18 500 000) 

- 

- 

- 

INCA 


15,60% 

(1 800 000) 

- 

(1 800 000) 

- 

- 

- 

Unsecured Bank 

Facilities 

3 


(226116 260) 

- 

- 

- 

- 

(226116 260) 

ABSA 


11,51% 

(102 000 000) 

- 

- 

- 

- 

(102 000 000) 

DBSA 


10,00% 

(957 777) 

- 

- 

- 

- 

(957 777) 

DBSA 


2,65% 

(4 340 811) 

- 

- 

- 

- 

(4 340 811) 

DBSA 


5,00% 

(23 593 572) 

- 

- 

- 

- 

(23 593 572) 

DBSA 


5,00% 

(25 000 000) 



- 

- 

(25 000 000) 

DBSA 


5,00% 

(53 778 982) 


U ■ 

- 

- 

(53 778 982) 

DBSA (Ex Hibiscus 

Coast) 


Various 

(14 393 612) 

- 




(14 393 612) 

DBSA (Ex Umdoni) 


Various 

(1 205 440) 

V - - 




(1 205 440) 

DBSA (Ex 

Umuziwabantu) 


Various 

(846 067) 

- 

- 


- 

(846 067) 

Total Fixed Rate 

Instruments 



(228 577 375) 

- 

(20 300 000) 

17 838 885 

- 

(226116 260) 

VARIABLE RATE 

INSTRUMENTS 









Short-term Investment 
Deposits 

21 

11,93% 

51 401 420 

51 401 420 

- 

- 


' 

Bank Balances and 

Cash 

21 

11,93% 

103 672 937 

103 672 937 

- 

- 

- 

- 

Total Variable Rate 

Instruments 



155 074 357 

155 074 357 

- 

- 

- 

- 


49.10 Other Price Risks 

The municipality is not exposed to equity price risks arising from equity investments as the municipality does not trade these investments. 


176 I Ugu Annual Report 2010/2011 





Notes to the Consolidated Financial Statements continued 
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MUNICIPALITY 


2010 

R 


2011 

R 


GROUP 

2011 

R 


2010 

R 


50. MULTI-EMPLOYER RETIREMENT BENEFIT INFORMATION 

TUgu District Municipality makes provision for post-retirement benefits to eligible councillors and employees, who 
belong to different pension schemes. 

Councillors have the option to belong to the Pension Fund for Municipal Councillors. 

All full-time employees belong to the KwaZulu Natal Joint Municipal Pension Fund, which are made up of the Retirement, 
Superannuation and Provident Funds. 

These funds are governed by the Pension Funds Act and include both defined benefit and defined contribution schemes. 

All of these afore-mentioned funds are multi-employer plans and are subject to either a tri-annual, bi-annual or annual 
actuarial valuation, the details of which are provided below. 

Sufficient information is not available to use defined benefit accounting for the pension and retirement funds, due to 
the following reasons:- 

(i) The assets of each fund are held in one portfolio and are not notionally allocated to each of the participating 
employers. 

(ii) One set of financial statements are compiled for each fund and financial statements are not drafted for each 
participating employer. 

(iii) The same rate of contribution applies to all participating employers and no regard is paid to differences in the 
membership distribution of the participating employers. 

It is therefore seen that each fund operates as a single entity and is not divided into sub-funds for each participating 
employer. 

The only obligation of the municipality with respect to the retirement benefit plans is to make the specified contributions. 
Where councillors / employees leave the plans prior to full vesting of the contributions, the contributions payable by the 
municipality are reduced by the amount of forfeited contributions. 

The total expense recognised in the Statement of Financial Performance of R18,5 million (2010: R15,9 million) 
represents contributions payable to these plans by the municipality at rates specified in the rules of the plans. These 
contributions have been expensed. 


DEFINED BENEFIT SCHEMES 


Retirement Fund: 

The scheme is subject to a tri-annual actuarial valuation. The last interim actuarial valuation was performed as at 31 
March 2010. 


The interim actuarial valuation performed as at 31 March 2010 revealed that the fund had a shortfall of R243,2 (31 
March 2009: shortfall of R214,2) million, with a funding level of 88,2% (31 March 2009: 88,6%). The contribution rate, 
including the surcharges below, paid by the members (8,65%) and municipalities (29,00%) should be sufficient to 
eradicate the shortfall in the fund by 31 March 2015. 


The actuarial shortfall is taken into account by determining surcharges, to be met by increased contributions. These 
surcharges amount to 1 7% of pensionable emoluments, of which 1 ,65% is payable by members and 1 5,35% is payable 
by the local authority. 



This surcharge is payable until 31 March 201 5. This position will be monitored on an annual basis. 

The fund has effectively been closed to new members, and it is therefore assumed for the valuation, that no new 
members will join the fund. However, at present, members of the three Natal Joint Funds are permitted to transfer 
between the funds and this flow of members may affect the rate of contribution required to be paid to the Fund. 

Superannuation Fund: 

The scheme is subject to a tri-annual actuarial valuation. The last interim actuarial valuation was performed as at 31 
arch 2010. 

The interim actuarial valuation performed as at 31 March 2010 revealed that the fund had a shortfall of R213,3 (31 
March 2009: shortfall of R29,9) million, with a funding level of 95,9% (31 Mae? h flJW s^3,4%). The contribution rate 
paid by the members (9,25%) and municipalities (18,00%) is 1,69% (31 Mai;fi fflW. 1.50%) less than the required 
contribution rate for future service and will be reviewed at the next interim viWpW ICLe deficit in respect of active 
members is being met by a surcharge of 7,0% of pensionable salaries. It is expcdrf Uiit lie deficit will be fully funded 
by 2016 
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2010 

R 


MUNICIPALITY 


2011 

R 


GROUP 


2011 

R 


2010 

R 


51 . RELATED PARTY TRANSACTIONS 

All Related Party Transactions are conducted at arm’s length, unless stated otherwise. 

51.1 Interest of Related Parties 
MUNICIPALITY: 

Councillors and/or management of the municipality have relationships with businesses as indicated below: 


Name of 

Related Person 

Designation 

Description of Related Party Relationship 

Chiliza M A 

Councillor 

Owner of Taxi Operator Licence; Spouse the owner of Prizalli Construction 

DzingwaT N 

Councillor 

Director of Giya Trades with 50% Interest 

Mohamed S M 

Councillor 

Shareholding in Oasis Crescent Equity; 25% Beneficiary of Dr A 
Mohamed Family Trust 

Moosa Bux E 

Councillor 

Trustee of EB Family Trust; Spouse the owner of MB Electrical & Lighting 

Mteshane M P 

Councillor 

Nogadu Trading CC 

NairY 

Councillor 

20% Shareholding in NITS Investment 

Nyawuza S G 

Councillor 

40% Interest in Shayamoya Supply Store; Partnership in Zamakahle B 
Enterprise 

Shusha N F 

Councillor 

NAWA KZN; Greenvile Investment owned by family 

ZumaS M 

Councillor 

Director of Changing Tides 1149; 20% Interest in Thingz Caterers; 2% 
Interest in A+P, trading as Mbali Construction; Interest in The Business 
Zones; 100% Beneficiary of Sisonke Trust 




Mbonane Z 

General Manager 

Southern Africa Institute for Urban Mnagement; DUT/SEDA Innovation 
Incubator; InvoTech 

Mnyandu M B 

General Manager 

40% Membership in Ezamagedeza Trading 

Mnyayiza 0 T 

General Manager 

Director of Hibiscus Development Agency; Board Member of Vezumnotho 
Investment 

Pawandiwa M N 

General Manager 

Spouse the owner of Valotech 46 CC 


ENTITY: 

Board Members and/or management of the municipality have relationships with businesses as indicated below: 


Name of 

Related Person 

Designation 

1 

Description of Reiated Party Relationship 

Harris J 

Board Member 

Sole proprietor of South Coast Events and www.scottburgh.co.za 

Jeffreys PT 

Board Member 

66,67% Ownership in Jeffreys Family Hotel CC (Oribi Gorge Hotel) 

Kelly HR 

Board Member 

50% Partnership in Riverbend Farm 

Ugu District 
Municipality 

Shareholder 

100% Shareholding in the Entity / 
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MUNICIPALITY 


2010 

R 


2011 

R 


GROUP 

2011 

R 


2010 

R 


51.2 Services rendered to Related Parties 


Purchases 
for the Year 


13 

000 

36 

350 

141 

798 

“"16 

310 

22 

096 

70 

650 

1 

900 

313 

143 

37 

500 



652 747 


MUNICIPALITY: 

During the year the municipality rendered services to the following related parties that are related to the municipality 
as indicated: 



Sewerage 

Charges 

R 

Water 

Charges 

R 

Credit 

Charges 

R 

Outstanding 

Balances 

R 

For the Year ended 30 June 201 1 

Councillors 

50 443 

82 593 


15 879 

Municipal Manager and 

Section 57 Personnel 

3 691 

21 951 

- 

1 716 

Total Services 

54134 

104 544 

- 

17 595 

For the Year ended 30 June 2010 

Councillors 

71 993 

102 679 


17 524 

Municipal Manager and 

Section 57 Personnel 

4 421 

27112 

- 

3 665 

Total Services 

76 414 

129 790 

- 

21 189 


The services rendered to Related Parties are charged at approved tariffs that were advertised to the Public. No Bad 
Debts were written off or recognised in respect of amounts owed by Related Parties. 

The amounts outstanding are unsecured and will be settled in cash. Consumer Deposits were received from Councillors, 
the Municipal Manager and Section 57 Personnel. No expense has been recognised in the period for bad or doubtful 
debts in respect of the amounts owed by related parties. 

51.3 Loans granted to Related Parties 

In terms of the MFMA, the municipality may not grant loans to its Councillors, Management, Staff and Public with effect 
from 1 July 2004. Loans, together with the conditions thereof, granted prior to this date are disclosed in Note 1 5 to the 
Annual Financial Statements. 

51.4 Compensation of Related Parties 

Compensation of Key Management Personnel and Councillors/Board Members is set out in Notes 29 and 30 respectively, 
to the Annual Financial Statements. 


51.5 Purchases from Related Parties 

The municipality procured goods and / or services from the following companies, which are considered to be Related 
Parties: 


Purchases 
for the Year 

Company Name 

Related 

Person 

Municipal 

Capacity 

Purchases 
for the Year 

Purchases 
for the Year 

2 300 

Silangwe and Vezi Funeral Services 

TEVezi 

Councillor 

2 300 

13 000 

- 

Plain Trading 38 

NF Shusha 

Councillor 

- 

36 350 

169 862 

MB Electrical & Lighting 

Cllr Moosa Bux 

Councillor 

169 862 

141 798 

111 969 

Paul Preston Attorney's 

P Preston 

Audit Committee 

111 969 

- 

283 548 

Shelly Travel CC 

CV Elliott 

Audit Committee 

283 548 

- 

- 

Canaan Productions t/a Lighthouse 

E Enock 

Employee 

- 

16310 

41 520 

Dan's Cleaning Services 

T Malishe 

Employee 

41 520 

22 096 

- 

DIambula Trading Enterprise 

PS Mbele 

Employee 

- 

70 650 

- 

Mpikeleli Contractors 

HR Zulu 

Employee 

- 

1 900 

774 569 

RNF Contractors 

M Goberdaan 

Employee 

774 569 

313143 

40 538 

Vovolethu Function and Catering 

Z Mbhele 

Employee 

40 538 

37 500 

157 700 

Victorson Building CC 

TB Mhlojigo 

Employee 



33 550 

Ncokwane Trading Enterprise ; Ap 

f PP Chili 

Employee 

aSMJ) 

- 


The transactions were concluded in full compliance with the municipality’s Supply Chain Management Policy and the 
transactions are considered to be at arm’s length. 
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51.6 Other Related Party Transactions 
MUNICIPALITY: 

The entity utilised the Oribi Gorge Hotel, in which Board Member PT 
Jeffreys is a 67% member of the Close Corporation ‘Jeffreys Family 
Hotel CC’, for media hosting. Payments to the amount of R6 935 
(2010: R1 3 227) were made. 

The entity has an Information Office situated at Riverbend Crocodile 
Farm, in which Board Member HR Kelly is a 50% partner in the 
business ‘Riverbend Farm’. Payments to the amount of R8 737 (201 0: 

R7 680) in respect of rent were made. 

The entity utilised the services of South Coast Events and www. 
scottburgh.co.za, in which Board Member Ms J Harris is the sole 
proprietor, for seasonal event co-ordination. Payments to the amount 
of R67 500 were made. 

A grant of R9 000 000 was committed to the entity by Ugu District 
Municipality during the year. 

52. CONTINGENT LIABILITIES 

52.1 Guarantees: 10 000 

(i) The municipality issued a bank guarantee in the amount of 
RIO 000 in favour of Hibiscus Coast Municipality in lieu of a 
deposit on the electricity accounts of the municipality. 

52.2 Powers and Functions: 1 2 947 266 

It has come to the attention of management that a local municipality 
has indicated its intention of raising a claim against the district to 
recover expenses incurred in respect of the Environmental Health 
Powers and Functions. Negotiations have been entered into in this 
regard between the municipalities. Currently management is of the 
opinion that there are no legal grounds to entertain a possible claim. 

With the takeover of Water and Sanitation Schemes from the local 
municipalities in 2004, certain assets were funded through internal 
funding which these local municipalities are claiming from the district. 

Currently management is of the opinion that there are no legal 
grounds to entertain the possible claims. 

4 533 056 573 474 52.3 Court Proceedings: 573 474 

(i) Council is involved in a dispute with Sublime Marketing (the 
applicant), where the applicant is claiming an amount of 
R227 142, with interest estimated at R192 432, in respect of 
functions performed on behalf of Ezinqoleni Municipality / 

Horseshoe Farm. The municipality is currently defending the 
estimated claim and is awaiting the enrollment of the matter 
for trial. The outcome of the legal processes is unknown at this 
stage. The Municipality denies any agreement with Sublime, and 
therefore will not be settling on this matter. We await court action 
from Sublime. 

(ii) Council has been involved in a court case with ABCON / PILCON 
Projects into alleged fraud and / or fronting in terms of its Supply 
Chain Management Policy. Although judgement has been passed, 
an appeal has been lodged and is still pending in the High Court. 

The outcome is not known at this stage. The Municipality has 
instructed attorneys to take the matter on review. The costs of 
the matter, if reviewed, are unknown at this stage. 

(ill) Notice has been served to the municipality by Bytes Systems 
Integration (Pty) Ltd for breach of contract, requiring the 
municipality to pay an amount of R3 959 582 to BSI in order to 
rectify the breach. Failing to comply, BSI notified the municipality 
of its intention to terminate its contract with the municipality 
and institute legal action for recovery of all outstanding moneys 
including interest, standing time, legal costs and damages 
suffered. The breach originates from the alleged non-payment 
of invoices rendered for the customisation, implementation and 
training fees relating to the Xellent Billing Module of the Microsoft 
Axapta ERP Project. Subsequently both parties agreed to a 
settlement figure of R2 500 000 which amount has been paid by 
the municipality. 



10 000 10 000 


12 947 266 12 947 266 
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(iv) JZZ Engineering is claiming from the municipality as per a 
prescribed claim against a cession agreement entered into. The 
possible liability amounts to R153 900, plus costs. The outcome 
of the matter is still unknown. The Municipality has drafted and 
entered its plea in the matter. 

9 294 268 ^ 53. CONTINGENT ASSETS ^ 9 294 268 

(i) The municipality has instituted a claim to the amount of R9 
294 268 against Bytes Systems Integration (Pty) Ltd for breach 
of contract. The alleged breach is for contractual work not 
completed, but claimed or payment, on the Microsoft Axapta ERP 
Project for the development, customisation, implementation and 
training of accounting software to be utilised by the municipality. 

Subsequently the claim was withdrawn. Also see Note 52.3 in 
this regard. 

(ii)The Nyenyezi Communal Property Association has indicated 
that it desires to transfer a housing development project, known 
as the “Jesus Housing Development”, to the municipality. It is 
being investigated whether this will be probable as the land was 
originally transferred to the community in terms of a Regional 
Land Claim. Should the Constitution provide for the sale and 
transfer of the property, the municipality shall acquire the 
property through a deed of sale and establish a township in 
terms of the “Less Formal Township Establishment Act (Act 1 1 3 
of 1991)”. The chairman of the Jesus Housing Development to 
consult and furnish attorneys with the Constitution. The value of 
the asset and the cost of transfer are unknown at this stage. 


54. COMPARISON WITH THE BUDGET 

Budgeted amounts for expenditure have been exceeded as indicated 
below: 


30 JUNE 2011 



MUNICIPALITY: 

Category of Expenditure 

Employee Related Costs 
Remuneration of Councillors 
Depreciation and Amortisation 
Impairment Losses 
Repairs and Maintenance 
Finance Costs 
Bulk Purchases 
Grants and Subsidies Paid 
Loss on Disposal of Property, 
Plant and Equipment 
Total Expenditure 


The excess expenditure has not been authorised and is disclosed as 
such in Note 46.1. 

Details of the operating results per segmental classification of 
expenditure are included in Appendix “D”, whilst operational results 
per category of expenditure for the current year, together with an 
explanation of significant variances of more than 10% from budget, 
are included in Appendix “E (1)”. 


30 JUNE 2010 


Budgeted 

Actual 

Budgeted 

Actual 

Amount 

Amount 

Amount 

Amount 

R 

R 

R 

R 

221 280 163 

224 869 907 

194 765 871 

198 015 582 

6191 830 

6 249 400 

6 466 540 

6 565 015 

49 153 751 

49 358 347 

44 718176 

44 826 347 

27 900 418 

28 250 418 

- 

- 

21 833 724 

21 903 237 

32 213 391 

32 255 949 

20 977 578 

20 977 766 

9 300 073 

9 304 273 

- 

1 177 

28 574 

32 040 

747 997 778 

751 004 964 

751 607 056 

753 375 723 
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55. IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any In-kind Donations and Assistance during the year under review. 

56. PRIVATE PUBLIC PARTNERSHIPS 
Municipality: 

The municipality was not a party to any Private Public Partnerships during the financial year 2010/1 1 . 

Entity: 

The entity was party to the following Private Public Partnerships during the financial year 2010/1 1 : 

(i) The entity has entered into a 5 year agreement with Hibiscus Coast Municipality, Ugu District Municipality and 
Harley-Davidson Middle East & Africa (Pty) (2007/030773/07) to host the Annual Africa Bike Week event in 
Margate for a period of 5 years. The financial commitment to the 5 year contract from Ugu-South Coast Tourism is 
approximately R2 431 277. The contract concludes in May 201 5, with an automatic extension for a further 5 years 
unless amended in writing by all parties. 

(ii) The entity entered into a Memorandum of Understanding with Tourism KwaZulu-Natal for the 201 1 Sardine 
Festival. Tourism KwaZulu-Natal has committed R400 000 to the festival. 

57. EVENTS AFTER THE REPORTING DATE 

No events having financial implications requiring disclosure occurred subsequent to 30 June 201 1 . 

57. 1 Ugu Fresh Produce Market: 

The municipality has agreed in principle to curtail the operations of the Ugu Fresh Produce Market. Staff, equipment, 
vehicles and immovable property shall remain with the municipality for strategic purposes and service delivery. 
However, at the Reporting Date no agreements were finalised and the municipality is still responsible for the operations 
and funding of the services until further notice. 

58. COMPARATIVE FIGURES 

The comparative figures were restated as a result of the effect of Changes in Accounting Policies (Note 39) and prior 
period Errors (Note 40). 

59. STANDARDS AND INTERPRETATIONS IN ISSUE NOT YET ADOPTED 

At the date of authorisation of these Annual Financial Statements the municipality has not applied the following GRAP 
standards that have been issued, but are not yet effective: 

- GRAP 18 Segment Reporting - issued March 2005 

- GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

- GRAP 25 Employee Benefits - issued December 2009 

- GRAP 1 03 Heritage Assets - issued July 2008 

Application of all of the above GRAP standards will be effective from a date to be announced by the Minister of Finance. 
This date is not currently available. 

Management has considered all the GRAP standards issued but not yet effective and anticipates that the adoption of 
these standards will not have a significant impact on the financial position, financial performance or cash t\om of ^e 
municipality. 

60. GOING CONCERN 
Municipality: 

Unspent Conditional Grants were not cash backed by an amount of R96,9 million at 30 June 201 1 (201 0: R35,8 million). 
The Current Liabilities exceeded the Current Assets at year end, indicating that the municipality has had challenges 
operating as a going concern; management has adopted a plan of action, setting out clear targets to ensure that the 
municipality continues to operate as a going concern for the foreseeable future. 
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